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SUBJECT: FOREX MARKET AND RELATED DEVELOPMENTS - FEB 25-MARCH 1 

SUMMARY: DOLLAR STRENGTHENED BY 3.7 PERCENT DURING 

TRADING WEEK ENDING MARCH 1 ON MODERATE VOLUME. END SUMMARY. 
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1. SPOT DOLLAR STRENGTHENED THROUGHOUT WEEK TO 

CLOSE AT YEN 291.50 (REPRESENTATIVE RATE) ON ERI, MARCH PQM 
TRADING RANGE THROUGHOUT WEEK WAS BETWEEN YEN 280.30 AND 
YEN 292.00, WITH AVERAGE INTER-DAY ELUCTUATION OF 
APPROXIMATELY YEN 2.0 TO YEN4.0 BOJ INTERVENTION WAS 
AGAIN NON-EXISTENT THROUGHOUT WEEK. SPOT VOLUME EOR 
WEEK TOTALED $297.9 MIL WITH DAILY HIGH REACHED 
THURSDAY, EEB 28 OF $67.8 MIL. BOJ OFFICIAL NOTES 
THAT PAST POUR WEEKS HAVE BEEN FIRST PROLONGED 
EXPERIENCE WITHOUT OPPICIAL SUPPORT EOR 
POREX MARKET. HE STATES THAT THUS PAR NO'TNVERVENTION 
ZONE" OR LIMITS DETERMINED BY CENTRAL BANK EOR PUTURE 
INTERVENTION. OFPICIAL EXPRESSED HOPE THAT FOREX 
BANKS CAN LEARN TO OPERATE IN ESSENTIALLY CLEAN PLOAT 
MARKET, AND PEELS THEY ARE SHOWING ABILITY TO DO SO 
SUCCESSFULLY. 

2. IN FORWARD MARKET DOLLAR STRENGTHENED DURING FIRST 
TWO DAYS OF WEEK BUT THEN BY FRI RETURNED TO JUST 
ABOVE MONDAY'S LEVELS. THREE MONTH PORWARD (JUNE 
DELIVERY) CLOSED WEEK AT YEN 304.50, UP YEN0.5 FROM MON. 

SIX MONTH FORWARD (SEP DELIVERY) CLOSED WEEK AT 

YEN 309.50, UP YEN1.30 FROM MON. CORRESPONDING PREMIUMS 
WERE 17.84 PERCENT AND 12.35 PERCENT. VOLUME IN 
PORWARD MARKET DOWN CONSIDERABLY PROM LAST WEEK AT 
$392.4 MIL. SWAP MARKET VOLUME WAS UP SLIGHTLY AT 
$272.5 MIL. 

3. OPPICIAL RESERVES INCREASED BY $334 MIL IN FEB WHICH 
GENERALLY CONSIDERED TO REELECT INTEREST EARNED ON GOJ 
RESERVES. BOJ OPPICIAL INDICATES USANCE CREDITS/MOF 
SWAPS REDUCED PURTHER BY $450 MIL IN EEB. PINATT WILL 
SEEK TO LEARN IP MOF HAD OFFSETTING TRANSACTION DURING 
MONTH, E.G. INCREASE IN DEPOSITS WITH BANKS. 

4. IMPACT LOANS: MOP HAD GIVEN PERMISSION TO FOREING 
BANKS TO INCREASE IMPACT LOANS BY AN AGGREGATE OP $200 
MIL BY END OP MARCH (REP TOKYO 1862). BOJ OPFICIAL 
TODAY INDICATED HIS EXPECTATION THAT APPROXIMATELY ONE- 
THIRD OP $200 MIL INCREASE HAS BEEN BORROWED THUS FAR 
LIMITED OPPICIAL USE 
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WITH BALANCE OP APPROXIMATELY $130 MIL DUE TO PLOW IN 
DURING MONTH OF MARCH. 

5. FOREIGN BOND ISSUES: MOF HAD EARLIER INDICATED 
PERMISSION WOULD BE GIVEN TO CERTAIN NUMBER OP COMPANIES 
TO ISSUE BONDS ABROAD, WITH FUNDS TO BE USED OPPSHORE 
(REF TOKYO 1862). ACCORDING TO RELIABLE SOURCE (MERRILL 
LYNCH-TOKYO) NINE MAJOR JAPANESE CORPORATIONS HAVE BEEN 
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GIVEN PERMISSION TO ISSUE BONDS OVERSEAS IN THE 
PERIOD FEB-JUNE 1974. SIX OF THESE ISSUES ARE PLANNED 
EURO-DOLLAR OFFERINGS (TWO CONVERTIBLE; FOUR STRAIGHT 
DEBT), TWO OTHERS AS SWISS FRANC DEALS AND ONE STRAIGHT 
DEBT DOLLAR OFFERING IN U.S. ALL ISSUES ARE EXPECTED TO 
RANGE BETWEEN $10 MIL AND $20 MIL EQUIVALENT. OUT OF THE 
NINE OFFERINGS ONLY FOUR INVOLVE AMERICAN INVESTMENT BANKING 
FIRMS AS CO-MANAGERS (DILLON READ, MORGAN STANLEY, WHITE 
WELD AND SMITH BARNEY). 

SHOESMITH 
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